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I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME AND POSITION WITH VERIZON. 

A. My name is Paul B. Vasington.  I am a Director-State Public Policy for Verizon.  My 

business address is 185 Franklin Street, Boston, Massachusetts 02110. 

Q. WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL BACKGROUND? 

A. I have a Bachelor of Arts in Political Science from Boston College and a Masters in 

Public Policy from the Kennedy School of Government, Harvard University.  I have been 

employed by Verizon since February 2005.  From September 2003 to February 2005, I 

was a Vice President at Analysis Group, Inc.  Prior to that, I was Chairman of the 

Massachusetts Department of Telecommunications and Energy (“Department”) from 

May 2002 to August 2003, and was a Commissioner at the Department from March 1998 

to May 2002.  Prior to my term as a Commissioner, I was a Senior Analyst at National 

Economic Research Associates, Inc. from August 1996 to March 1998.  Prior to that, I 

was in the Telecommunications Division of the Department (then called the Department 
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of Public Utilities); first as a staff analyst from May 1991 to December 1992, then as 

division director from December 1992 to July 1996. 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING? 

A. I am presenting testimony for Bell Atlantic Mobile of Massachusetts Corporation, Ltd. 

d/b/a Verizon Wireless (“Verizon Wireless”), a majority-owned subsidiary of Verizon. 

Although my testimony is submitted on behalf of Verizon Wireless, the Joint Carriers1 

have reviewed this testimony and concur in my conclusions.  Where I present alternative 

proposals for setting rates and fees, those alternatives should be considered as being 

concurred in by the Joint Carriers as well. 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

A. On September 13, 2006, the Massachusetts Turnpike Authority (“MTA”) submitted a 

proposal to the Department of Telecommunications and Energy (“Department”) relating 

to the installation, construction and operation and maintenance of a carrier-neutral shared 

antenna wireless telephone communications system (the “System”) in the Central 

Artery/Tunnel Project (“CA/T Wireless Project”).  My testimony is organized as follows:  

(1) Section II provides an overview of the steps taken to date by the MTA to complete its 

CA/T Wireless Project; (2) Section III discusses the ratesetting standard encompassed in 

the recently enacted Section 115, which is the basis of the Department’s authority in this 

proceeding; (3) Section IV provides a description of the MTA’s proposal; (4) Section V 

 
1 The Joint Carriers include Verizon Wireless, New Cingular Wireless PCS, LLC (“Cingular”), and Sprint 

Spectrum L.P. and Nextel Communications of the Mid-Atlantic, Inc. (“Sprint-Nextel”). 
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describes how the MTA’s proposed costs include items not related to the MTA’s cost to 

construct, operate and maintain the CA/T Wireless System; (5) Section VI describes how 

the costs in the MTA’s proposal are unreasonable and are calculated using incorrect and 

inconsistent cost standards; (6) Section VII discusses the reasonableness of System costs; 

and (7) Section VIII provides a summary and conclusions, with the Joint Carriers’ 

proposal and alternatives. 

Q. WHAT MATERIALS HAVE YOU REVIEWED IN PREPARATION OF YOUR 
TESTIMONY? 

A. To prepare my testimony, I reviewed the entirety of the MTA’s September 13th filing, 

including the Proposal and Exhibit A (Description of Useable Space), Exhibit B-1 

(Tunnel Raceway Replacement Cost Estimate), Exhibit B-2 (Additional Costs of System 

Construction) and Exhibit C (Description of System).  Although not identified by the 

MTA in its filing, Exhibit C presents an excerpted portion of the Request for Proposal 

(“RFP”) response submitted to the MTA on September 12, 2002, by its “Selected 

Vendor,” which is Maverick Construction Corporation partnering with Mikom, an Allen 

Telecom Company (hereinafter referred to as “Maverick/Mikom”).2  As set forth by the 

MTA in its Vendor and Carrier RFPs3, the MTA selected Maverick/Mikom to construct 

and maintain a carrier-neutral shared antenna wireless telephone communications system 

(the “System”) for the CA/T Wireless Project.  Installation of the System was to occur 

 
2  MTA Proposal, at 3. 
3  The Vendor and Carrier RFPs are referenced in the MTA’s Proposal, at 3. 
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within three phases, which are the Seaport Access Roadway (Phase 1), the Northbound 

Artery (Phase 2) and the South Bound Artery (Phase 3).4   

In addition to the MTA’s Proposal and related exhibits, I reviewed the Vendor and 

Carrier RFPs issued by the MTA on July 10, 2002 and January 30, 2003, respectively.  

These documents are provided herewith as Exhibit JC-PBV-2 (Vendor RFP) and Exhibit 

JC-PBV-3 (Carrier RFP).   

Q. WAS THE INFORMATION AVAILABLE FOR YOUR REVIEW SUFFICIENT 
TO FULLY ADDRESS THE ISSUES BEFORE THE DEPARTMENT IN THIS 
PROCEEDING? 

A. No.  At this time, the MTA has not provided sufficient information or documentation for 

me to render an opinion to fully address the issues before the Department in this 

proceeding.  The MTA’s initial filing provided very limited, unsupported, summary 

information and its responses to discovery were not timely filed, and, therefore, were not 

available at the time of this writing.  Moreover, critical supporting documentation 

relating to the (1) costs associated with the Maverick/Mikom proposal for the 

construction, operation and maintenance of the System, and (2) costs associated with the 

MTA’s Proposal for tunnel access, are not yet available.  Until the MTA submits this 

supporting documentation, I am unable to complete my review of the cost components of 

the MTA’s CA/T Wireless Project.   

 
4  Vendor RFP, at 1; Carrier RFP, at 1. 
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Therefore, while I was able to make some preliminary assessments of the MTA’s 

Proposal as submitted to the Department on September 13, 2006, I would like to reserve 

the right to supplement or modify this testimony as necessary to reflect more complete 

information when it is received.   

II. OVERVIEW 

Q. WOULD YOU PLEASE PPROVIDE SOME BACKGROUND ON THE MTA’S 
ACTIONS TO EFFECTUATE A WIRELESS COMMUNICATIONS SYSTEM IN 
THE CA/T? 

A. According to the MTA, it began efforts on what it refers to as the “CA/T Wireless 

Project” in May 2001.  On July 10, 2002, the MTA issued a request for proposals 

(“RFP”) to vendors who wished to construct the neutral host system (the “System”).5  As 

noted above, the Vendor RFP is provided herewith as Exhibit JC-PBV-2.  The Vendor 

RFP set forth “System Requirements” including performance criteria and a suggested 

system design.6  The Vendor RFP described the three phases of the C/AT Wireless 

Project as Phase I - Seaport Access Road; Phase II - Northbound Artery; and Phase III:  

Southbound Artery.7

In the January 2003 timeframe, the MTA selected Maverick/Mikom to construct the 

System, and then issued a separate RFP to wireless carriers on January 30, 2003 to “seek 

submissions from Carriers that wish to use the [neutral host] System to provide wireless 

 
5  MTA Proposal, at 3. 
6  Vendor RFP, at 4-9. 
7 Vendor RFP, at 1 and Appendix A.  See also, Carrier RFP, at 1 and Appendix A. 
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A. The Carrier RFP was not designed to solicit “competitive bids or proposals,” as an RFP 

normally would be designed.9  Instead, the Carrier RFP set out the details on four issues, 

which were (1) a description of the CA/T Project facilities; (2) the Carrier “submission 

requirements;” (3) the details of the System to be installed by the Selected Vendor 

(Maverick/Mikom); and (4) the agreements to be executed by the Carrier in order to 

operate within the System.10  In terms of the last issue, i.e., the agreements to be executed 

between the Carriers and the MTA, the RFP stated the following: 
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More specifically, each Carrier will be required to enter into a direct lease 
agreement with the Authority to rent space in the System and an agreement with 
the vendor under which the vendor will provide system maintenance and repair 
for a fee payable to the vendor.  Pursuant to these carrier lease agreements, the 
initial costs of the system construction and installation will be funded by Carrier 
pre-payments to an account to be controlled by the Authority.11

 
The RFP specifically provided that “Authority reserves the right to negotiate any and all 

aspects of the Carrier Lease Agreements and Vendor Maintenance Agreements . . . .”12  

Thus, the Carrier RFP circumscribed two areas of financial responsibility for the 

Carriers:  (1) the cost of accessing the MTA’s facilities for the CA/T Wireless Project; 

and (2) the cost of the installation, construction, operation and maintenance of the System 

 
8 Carrier RFP, at 1.  
9 Carrier RFP (Cover Letter). 
10  Carrier RFP (Cover Letter). 
11  Carrier RFP (Cover Letter). 
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as designed by the MTA and Maverick/Mikom.  Pursuant to the Carrier RFP, “access” to 

the CA/T Project would require payments for rent and other items directly to the MTA, 

while the costs of the System would be (1) with respect to installation, paid up-front by 

the Carriers, and (2) with respect to operation and maintenance costs, paid directly to the 

neutral host vendor.  I will discuss later how the “access” and System costs are treated by 

the MTA in its Proposal, as well as how the Department should evaluate these purported 

costs. 

Q. DID THE CARRIER RFP INCLUDE AN ACCOUNTING FOR, OR COST 
ESTIMATE OF, THE ACCESS AND SYSTEM COSTS? 

A. In part.  The MTA noted in its Proposal that “[t]he Carrier RFP provided that each 

Carrier interested in operating within the System would pay to the MTA its share of 

System installation costs [estimated at $10 million in the MTA Proposal], base rent and 

additional use based rent.”  The $10 million System installation costs include all of the 

construction costs related to the readying of the CA/T Project infrastructure for a wireless 

system, as well the costs of the Maverick/Mikom equipment to be used in the System.13  

According to the MTA, the proposed base rent was $7.92 per linear foot, escalated 

annually by the change in the Consumer Price Index.  Though not mentioned in the 

MTA’s filing, there were other proposed fees and charges estimated or referenced in the 

Carrier RFP and other documents. 

 
12  Carrier RFP, at 12. 
13  The MTA also has estimated that the System may require “Future Capital Upgrades” of $1,830,000 in years 3 

and 8.  
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Q. WHAT OTHER FEES AND CHARGES WERE INCLUDED IN THE CARRIER 
RFP, APART FROM THOSE ALSO IDENTIFIED IN THE MTA’S PROPOSAL 
IN THIS CASE? 

A. The Carrier RFP required a “Fee Deposit” of $100,000 from each carrier, due with its 

submission of a response to the Carrier RFP.  This Fee Deposit was “to be applied by the 

MTA against any and all out-of-pocket costs and expenses incurred by the MTA in 

connection with the preparation of the Carrier RFP and the execution of the Carrier Lease 

Agreement and Vendor Maintenance Agreements . . . .”14  The Carrier RFP also provided 

for a so-called “Fully Earned Payment”of $500,000, shared proportionately among the 

participating carriers “upon the execution and delivery of the Carrier Lease Agreements 

by the Carriers . . . .15  According to the Carrier RFP, “[t]he Fully Earned Payment shall 

be a one-time only payment that shall be deemed fully earned by the Authority and non-

refundable . . . .”16  

Q. DID THE CARRIER RFP INCLUDE OR ESTIMATE OPERATIONS AND 
MAINTENACE COSTS FOR THE SYSTEM? 

A. The Carrier RFP stated that “Carriers shall pay all costs of System maintenance and 

management directly to the Selected Vendor [i.e., Maverick/Mikom], in addition to a 

stated fee for operation and maintenance of the System . . . .”  The “stated fee” was set at 

10 percent of the vendor’s annual system maintenance and repair costs.17  The original 

 
14  Carrier RFP, at 12.  It is not clear whether the MTA’s outside consultant costs included in its current proposal 

to the Department include the expenses incurred by the MTA to prepare the Carrier RFP.  If the consultant 
costs were incurred to prepare the RFP, then the previously paid fee deposits should be credited against the 
MTA’s cost recovery in this case. 

15 Carrier RFP, at 4. 
16  Carrier RFP, at 4. 
17  Carrier RFP, at 4, Addendum 1, at 6. 
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Carrier RFP did not include any estimate for maintenance and repair costs, but the MTA 

supplied such an estimate in “Addendum 1” to the Carrier RFP (Addendum 1 is provided 

herewith as Exhibit JC-PBV-4).18  In Addendum 1, the annual maintenance and repair 

costs are estimated to increase from $1,004,700 in year one, to $1,310,500 in year ten.19

Q. PLEASE SUMMARIZE THE COSTS CONTAINED IN THE CARRIER RFP FOR 
THE SYSTEM, WHICH INCLUDES THE SEAPORT ACCESS ROAD, THE 
NORTHBOUND ARTERY AND THE SOUTHBOUND ARTERY? 

A. In total, the requirements set forth by the MTA in the Carrier RFP would impose the 

following costs on participating carriers: 

(1) $484,347 annually in rent per carrier with annual CPI increases (2.5% - 5%); 

(2) $500,000 for the “Fully Earned Payment,” divided among the carriers;  

(3) $100,000 “Fee Deposit” per participating carrier; 

(4) $10,080,732 for construction of the System, divided among the participating 

carriers;20 and 

(5) annual operations and maintenance charges ranging from $1,004,700 in year one, 

to $1,310,500 in year ten. 

Q. WHAT HAPPENED AFTER THE MTA ISSUED THE CARRIER RFP? 

A. According to the MTA, certain carriers submitted responses to the Carrier RFP, and the 

MTA met with each of these carriers “to discuss its proposal and to address any areas of 

 
18  Addendum 1 is dated February 28, 2003. 
19  Addendum 1, at Exhibit A.  The figures in my testimony include the estimate of “Total Maintenance and Repair 

Costs,” the 10 percent fee, and the “Total Utility Costs.” 
20  This cost does not include unknown costs for police details related to traffic control during construction. 
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concern to the Carriers respecting the System.”21  The MTA represents that it had 

multiple meetings and discussions with each carrier from 2004 through 2006 “in order to 

negotiate agreements for Carrier participation in the CA/T Wireless Project.”22  The 

MTA claims that it “had reached agreements in principle with three of the Carriers at a 

negotiated rate and was in the process of negotiating definitive agreements with such 

Carriers when the Legislation was adopted.”23  As I am not privy to prior negotiations 

between the MTA and the Carriers, I cannot verify the MTA’s statement in this regard.   

III. THE RATESETTING STANDARD ENCOMPASSED IN SECTION 115 

Q. PLEASE DESCRIBE THE RECENT LEGISLATION ON WIRELESS 
ATTACHMENTS IN THE CA/T PROJECT. 

A. In June of this year, the General Court passed Section 115, which provides that: 

Where it has been determined by the general court that an effective and seamless 
state-of-the-art wireless communications system in the Central Artery tunnels 
owned or controlled by the authority provides economic benefits to and ensures 
the safety of citizens of the commonwealth, consistent with its authority pursuant 
to section 4 of chapter 81A of the General Laws, the authority shall ensure that a 
wireless communications system is established in the tunnels of the central artery 
no later than December 31, 2006 
 
In order to effectuate the provision of wireless communications services in the 
tunnels of the central artery, the department shall have the authority to establish 
rates and fees and shall open a proceeding to establish the maximum rates and 
fees which can be charged by the authority to wireless providers for the 
placement and use of wireless attachments in the central artery tunnels.  The 
department shall determine just and reasonable maximum rates and fees for the 
placement of wireless attachments and use of space in the tunnels of the central 
artery by wireless providers by assuring that the authority’s recovery does not 

 
21 MTA Proposal, at 4. 
22 MTA Proposal, at 4. 
23 MTA Proposal, at 4. 

 



Testimony of Paul B. Vasington 
Exhibit JC-PBV-1 

D.T.E. 06-70 
October 2, 2006 

Page 11 
 

 
1 
2 
3 
4 
5 
6 
7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 
18 
19 
20 

21 

22 

23 

24 

25 

exceed the cost to the authority of construction, operations and maintenance of 
the wireless communications system in the tunnels of the central artery.  In 
establishing these rates and fees, the department shall compute the percentage of 
usable space in the tunnels of the central artery which has been or will be 
allocated to wireless attachments, and shall consider the number of wireless 
providers that will be participating in the wireless communications system to be 
established in the tunnels.   

This legislation grants the Department authority over rates and fees to be charged to the 

Carriers for wireless service attachments (“wireless attachments”) in the CA/T Project, 

similar in certain respects to the Department’s broad pre-existing authority to regulate the 

rates, terms, and conditions of pole and conduit attachments (“pole attachments”) by 

power and telecommunications companies, which is provided in M.G.L. c. 166, §25A.  

However, although the statutory framework for the Department’s regulation of pole and 

conduit attachments is intended to achieve policy goals similar to this new legislation on 

wireless attachments, the new and existing ratesetting standards differ in some important 

respects, which are key to this proceeding, as discussed below. 

Q. BEFORE WE GET TO THE DIFFERENCES BETWEEN THE STATUTORY 
RATESETTING REQUIREMENTS, PLEASE EXPLAIN HOW THE POLICY 
GOALS FOR WIRELESS ATTACHMENTS AND POLE ATTACHMENTS ARE 
SIMILAR? 

A. The provision of certain services requires access to facilities owned and controlled by 

one entity.  In the case of cable television, cable companies must have access to the pre-

existing poles and conduits owned and controlled either solely or jointly by power 

companies and incumbent telecommunications companies.  In the case of the CA/T 

Wireless Project, wireless service providers must have access for attachments within the 
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tunnels in space that is owned and controlled by the MTA.  Because the cable and 

wireless companies do not have realistic access to alternative carrying plant or 

attachment facilities, they are captive to the demands of the facility owners, like the 

MTA, if they want to provide service to their customers.  Where the legislature has 

determined that it is a policy goal for certain services to be delivered economically to as 

many customers as possible―as it has been for cable television in the past, and for 

wireless service in the CA/T Project most recently―it is necessary for the legislature to 

ensure that the rates for wireless attachments are just and reasonable.  For both pole 

attachments and for wireless attachments in the CA/T Project, the legislature has 

determined that the Department shall ensure just and reasonable attachment rates by 

establishing those rates in relation to the underlying costs of the facility owners.  In this 

way, the facility owners are not able to extract fees and charges that are in excess of their 

reasonable costs, i.e., they cannot recover monopoly rents in their attachment fees. 

Q. WHAT ARE THE DIFFERENCES BETWEEN THE STATUTORY 
RATESETTING REQUIREMENTS FOR POLE ATTACHMENTS AND THE 
REQUIREMENTS FOR WIRELESS ATTACHMENTS IN THE CA/T PROJECT? 

A. The key difference is found in the formulation of the legislature’s standard for rate 

setting.  For pole attachments, the legislature has directed that the Department may set 

rates anywhere between a floor of incremental cost and a ceiling of fully-allocated cost.  

For wireless attachments in the CA/T Project, however, the legislature has expressly 
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directed that the maximum rate cannot exceed the direct cost of the wireless attachment 

service.24   

Q. WHY DO YOU SAY THAT THE REQUIREMENTS FOR WIRELESS 
ATTACHMENT RATE SETTING ARE DIFFERENT THAN THOSE FOR POLE 
ATTACHMENTS? 

A. In M.G.L. c. 166, §25A, regarding pole attachments, the statute provides that the pole 

attachment rate shall assure “recovery of not less than the additional costs of making 

provision for attachments nor more than the proportional capital and operating expenses 

of the utility attributable to that portion of the pole, duct, or conduit occupied by the 

attachment” (emphasis added).  The Department has correctly interpreted this directive to 

mean, “the Department has the authority to determine a reasonable rate … such that the 

rate is not less than the marginal [or incremental] cost nor more than the fully allocated 

cost [FAC].”25

In contrast, to achieve an immediate, “effective and seamless state-of-the-art wireless 

communications system in the Central Artery tunnels,” Section 115 provides that the 

Department shall assure “that the authority’s wireless attachment recovery does not 

exceed the cost to the authority of construction, operations and maintenance of the 

 
24  The legislature’s rate-setting approach in Section 115 is expressly stated in the statutory language.  The 

approach also makes sense.  Wireless attachments and pole attachments are different.  In enacting Section 115, 
the state legislature is calling for the construction of an “effective and seamless state-of-the-art wireless 
communications system.”  This is consistent with federal goals to encourage a seamless national wireless 
communications system and the rapid deployment of new technologies through competition, including 
improving and enhancing public safety and homeland security as embodied in the Telecommunications Act of 
1996, 110 Stat. 56, and related federal amendments.  The legislature’s approach in Section 115 furthers that 
goal. 

25 Greater Media, D.P.U. 91-218 (1992), at 32. 
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wireless communications system in the tunnels of the central artery.”  Thus, the 

MTA’s fees and charges are limited to the recovery of costs related to, or incremental to, 

the provision of the wireless communications system.  In other words, recovery is limited 

to the difference between the MTA’s costs without the provision of the wireless system 

and the MTA’s costs with the provision of the wireless system.  The MTA may not 

allocate costs that it has already incurred or would incur in the future, regardless of the 

existence of the wireless system, such as overhead and any costs related to the operation 

of the tunnel for its intended purpose as a roadway.  Any costs that are not “construction, 

operations and maintenance” costs related solely to the provision of the wireless system 

are expressly prohibited for recovery in rates and fees for wireless attachments. 

If the legislature intended for the MTA to recover a proportional share of its tunnel and 

building investments, as the MTA’s proposal would do, it would have used the statutory 

language authorizing FAC in the pole attachment statute.  The legislature may have 

recognized that an FAC methodology would create a serious disincentive for wireless 

carriers to locate attachments in the tunnels, thereby defeating the policy goals of the 

statute.  In fact, the legislature did not import the “not less than … nor more than” pricing 

methodology from the pole attachment statute, although the legislature expressly did 

import the definition of usable space almost verbatim from the attachment statute, which 

indicates that the legislature’s statutory construction was deliberate.  It could have done 

the same for pricing if it intended to allow the wireless attachment rates and fees to 
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exceed the direct costs to the MTA of providing a wireless attachment system.  

Significantly, it did not do so. 

The burden is on the MTA in this case to establish a direct link between the construction, 

operations and maintenance costs that it seeks to recover and the wireless attachment 

system.  As I will discuss in detail later, the MTA has not met that burden with respect to 

most of the costs it seeks to recover. 

Q.   DO THE WIRELESS ATTACHMENT STATUTES ALLOW THE 
DEPARTMENT TO DETERMINE THE REASONABLENESS OF REPORTED 
COSTS? 

A. Yes.  Please note that in the cases where the Department set pole attachment rates 

pursuant to Chapter 166, there was no need for the Department also to determine the 

reasonableness of the costs since those costs already were evaluated pursuant to the 

Department’s established ratesetting system.  However, this is clearly not the case for 

rates to be charged by the MTA, so it is incumbent on the Department in this case not 

only to assure that the MTA is not recovering costs that it is not entitled to under Section 

115, but also to assure that the level of permissible costs is reasonable. 

Q. PLEASE SUMMARIZE THE POLICY ISSUES AND APPROPRIATE 
FRAMEWORK FOR THIS CASE. 

A. The task for the Department in this case is to “effectuate the provision of wireless 

communications services in the tunnels of the central artery” by ensuring that the MTA’s 

attachment fees and charges do not exceed the reasonable, incremental costs to the MTA 

of providing for wireless attachments.  As will be discussed, the Department must ensure 
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that its findings on MTA cost recovery encompass all of (but no more than all) the 

relevant costs.  Once the reasonable, incremental relevant costs are determined, the 

Department must determine the usable space for purposes of assigning cost responsibility 

for each attacher. 

IV. DESCRIPTION OF THE MTA’S PROPOSAL 

Q. PLEASE DESCRIBE THE MTA’S PROPOSAL AND INITIAL FILING IN THIS 
PROCEEDING. 

A. On September 13, 2006, the MTA filed what it called “a preliminary proposal for rates 

and fees to be charged Carriers for wireless attachments in the central artery tunnels.”26  

The MTA’s proposal requests approval of rates and fees to recover its total stated costs 

associated with the construction, operations, and maintenance of the CA/T Wireless 

Project.  If the cost recovery is accomplished over time, the MTA proposes to add “an 

annual rate” of 10 percent of the MTA’s total stated costs, “plus annual escalation based 

on [Consumer Price Index] or similar measure.  The MTA states that the 10-percent 

adder “includes the Authority’s long term borrowing costs, administration, and 

depreciation.” 

 The MTA identifies its total costs of construction, maintenance, and operations as 

follows: 

Replacement Cost of Installing Conduit  $12,750,333 

Cost of Space Within Vent Building 6  $509,400 
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Cost of Constructing Utility Rooms  $1,298,000 

Consultant Fees (already incurred)   $47,416.11 

Consultant Fees (projected)    $197,819.84 

MTA Staff Time (projected)   $206,000 

TOTAL COST     $15,008,968.95 

As I noted earlier, this cost figure (while it includes inappropriate and inflated costs as 

described below), does not include all of the relevant costs.  Most obviously, it does not 

include the construction, operations, and maintenance costs of the placement of the 

System itself.  It is necessary for the Department to evaluate the MTA’s stated costs for 

access (i.e., “use of space in the tunnels”) and its costs for the System (i.e., “the 

placement of wireless attachments” and “the cost to the authority of construction, 

operations and maintenance of the wireless communications system”), as required by the 

statute, even though the MTA did not include the System costs in its proposal. 

According to the MTA, the System cost would include an additional $10 million for what 

the MTA calls “installation” and an additional $1,004,700 to $1,310,500 annually for the 

next ten years for operation and maintenance of the System.  As noted earlier, the 

“installation” of the system, as the term is used by the MTA, includes all costs involved 

in constructing, equipping, and installing a wireless in-tunnel system throughout the 

CA/T Project.  Also, remember that the MTA already has recovered $100,000 in fee 

deposits from each carrier that responded with the required deposit to the Carrier RFP, 

 
26 MTA Proposal, at 4. 
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and the MTA also has sought to charge a non-cost based “Fully Earned Payment” of 

$500,000 from carriers that sign a lease agreement with the MTA.  The Department must 

ensure in this case that all of the MTA’s charges and fees together do not exceed the cost 

to the MTA of construction, operation, and maintenance of the wireless communications 

system.  The fact that the MTA has arranged to have the Carriers pay the costs associated 

with the Maverick/Mikom proposal (which covers construction, installation, equipment, 

and operation and maintenance expense) directly to Maverick/Mikom does not exclude 

these costs from the Department’s consideration, because the Department has express 

authority over the reasonableness of the charges to be paid by the Carriers for the CA/T 

Wireless Project. 

In addition, the MTA’s description of usable space (Exhibit A) and cost estimates for 

conduit and the utility rooms included only “Phase II:  Northbound Artery” and “Phase 

III:  Southbound Artery.”27  Costs related to Phase I of the CA/T Wireless project, as 

defined by the MTA, are arbitrarily excluded from the calculation.  Significantly, in both 

the Vendor RFP and the Carrier RFP, the MTA defined the CA/T Wireless Project to 

include Phase I, and the construction and installation costs associated with Phase I are 

included in the Maverick/Mikom proposal.  In the Vendor and Carrier RFPs, Phase I was 

identified as the “Seaport Access Road,” with 28,160 linear feet of tunnel and ramp 

space.28  In discovery, the Joint Carriers asked, “[d]oes the Authority envision that the 

 
27 MTA Proposal, Exhibit A, at 7-11. 
28  Vendor RFP, at A-1 to A-3; and Carrier RFP, at Appendix, A-1 to A-3. 
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wireless communications system to be installed in the Seaport Access Road as Phase I of 

the CA/T Wireless Project will be installed in conduit?29  As of the filing of this 

testimony, we have not yet received responses to any discovery.  Nonetheless, it is clear 

that the MTA incorporated Phase I to the CA/T Wireless Project, which is now subject to 

the Department’s investigation in this proceeding.  In fact, MTA refers to the I-90 (Mass 

Pike) tunnels in its estimate of system-installation costs.30  Therefore, if the Department 

determines that some costs related to conduit and utility rooms are appropriate for 

recovery, then it must specify that any conduit and utility room costs in Phase I are 

proportionately no more than the costs it approves for the other phases of the CA/T 

Project. 

Q. WHAT DOES THE MTA SAY ABOUT “USABLE SPACE” IN ITS PROPOSAL? 

A. The MTA includes a description of “usable space” available for wireless attachments 

within the CA/T Project.  Interestingly, the MTA uses the term inconsistently in 

proposing the allocation of costs for conduit, Vent Building 6, and the utility rooms.  For 

Vent Building 6 and the utility rooms, the MTA determines the portion of the space 

within these structures that is usable for wireless service equipment and then uses that 

measurement to determine the amount of costs to allocate to wireless attachments.  

Although this may be an appropriate application of usable space on pole attachments for 

purposes of FAC, it is not the appropriate cost standard for this investigation, as I 

explained earlier (nor did the MTA calculate the usable space correctly, as demonstrated 

 
29 See Information Request JC-1-22. 
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in the testimony of Ronald W. Buia).  Also, the MTA does not estimate the portion of the 

conduit system to be used for wireless service, in order to allocate wireless attachment 

conduit costs, as it did for the vent building and utility rooms.  Instead, the MTA 

proposes to allocate all of the conduit costs in its replacement cost model to wireless 

attachments and applies “usable space” as a measure of the linear distance within the 

tunnels that the service will be installed for the System.  Last, the MTA has not proposed 

a method to divide costs among carriers.  

Q. PLEASE EXPLAIN THE DIFFERENCE BETWEEN “ACCESS” AND “SYSTEM” 
COSTS. 

A. Access costs are those costs that the MTA incurs directly for the provision of the wireless 

attachment service in the tunnels.  System costs are the costs associated with the actual 

wireless infrastructure, which will be indirectly incurred by the MTA in that the Carriers 

will pay the System costs directly to the MTA’s Selected Vendor.  In its proposal, the 

MTA did not include the costs of installing, maintaining, and operating the wireless 

System.  The MTA states that, “in late January, 2003, Maverick/Mikom was 

preliminarily designated as the successful vendor under the Vendor RFP and its current 

proposal contemplates that it will cost approximately $10,000,000 to install the system in 

the I-90 and I-93 tunnels.”31  The MTA’s proposal and “Total Cost” (described above) 

does not include the $10 million cost of the Maverick/Mikom System, nor does it include 

any operations and maintenance costs related to the System.  The MTA’s proposal also 

 
30  MTA Proposal, at 3. 
31  MTA Proposal, at 3. 

 



Testimony of Paul B. Vasington 
Exhibit JC-PBV-1 

D.T.E. 06-70 
October 2, 2006 

Page 21 
 

 
1 

2 

3 

4 

5 

6 

7 

8 

9 
10 
11 

12 
13 
14 

15 

16 

17 

18 

19 

20 

21 

                                                          

does not include the “Fee Deposit” or “Fully Earned Payment,” which were $100,000 and 

$500,000, respectively, in the Carrier RFP.  Clearly, these two fees have no cost basis.  

The MTA estimated that the costs of the Maverick/Mikom system are $10 million for 

installation,32 plus $1,004,700 to $1,310,500 per year for ten years for operations and 

maintenance.33  Later in this testimony, I will address whether the MTA has met its 

burden of demonstrating that the System costs are reasonable. 

 The next sections of my testimony will separately evaluate the “access” costs and the 

“system” costs, as I suggest the Department do in its evaluation.  

V. THE MTA’S PROPOSED ACCESS COSTS INCLUDE ITEMS NOT RELATED 
TO THE MTA’S COST TO CONSTRUCT, OPERATE AND MAINTAIN THE 
CA/T WIRELESS SYSTEM 

Q. IS THE MTA’S PROPOSAL WITH RESPECT TO ACCESS COSTS 
CONSISTENT WITH THE POLICY REQUIREMENTS THAT THE 
DEPARTMENT MUST FOLLOW? 

A. No.  First, as the Department knows by now, having reviewed the proposal, it is woefully 

inadequate in terms of providing a demonstration of costs for setting rates and fees.  The 

MTA made what it called a “preliminary proposal,” which it reserved the right to 

supplement or amend.  The MTA also did not support its proposal or its cost estimates 

with expert testimony or adequate sources and work papers for its cost figures.  Also, 

without any explanation, the MTA used different cost standards for valuing its 

investments – sometimes relying on replacement cost estimates, and other times relying 

 
32  MTA Proposal, at 3. 
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on actual costs of related and unrelated construction.  The Joint Carriers (and the 

Department staff) have issued discovery in an attempt to obtain relevant and sufficient 

cost information, but responses have not been timely filed and thus were not available for 

development of this testimony. 

 Second, and more importantly, the MTA is seeking recovery of costs that are not 

incremental to wireless attachments.  In particular, according to the MTA’s own filing, 

the investments it made in the conduit system, Vent Building 6, and the utility rooms 

were incurred previously and are not new or specifically related to the provision of 

wireless attachments.  For these cost items, it should be clear to the Department that the 

MTA is using a fully-allocated cost methodology to assign embedded costs to wireless 

attachments – costs that the MTA incurred whether or not a wireless attachment system is 

installed in the central artery tunnels.  As I discussed earlier, Section 115 does not allow 

for the use of FAC for setting wireless attachment rates in this case. 

 Third, even if the costs of the conduit system were considered to be recoverable, the Joint 

Carriers have demonstrated in the testimony of Mr. Buia that provision of wireless 

services in the CA/T Project does not require the use of conduits.34  Lastly, the costs of 

the conduit, vent building, and utility rooms have not been calculated consistently or 

 
33  Carrier RFP, Addendum 1. 
34  See also MTA’s answers to questions on the Vendor RFP (8/22/02), provided as Exhibit JC-RWB-3, which 

state in several places that cable may be installed outside the conduit (see answers to questions 24-25, 28-31). 

 



Testimony of Paul B. Vasington 
Exhibit JC-PBV-1 

D.T.E. 06-70 
October 2, 2006 

Page 23 
 

 
1 

2 

3 
4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

                                                          

reasonably.  I will come back to the methodological shortcomings of the cost calculations 

later in my testimony. 

Q. PLEASE DISCUSS THE MTA’S PROPOSAL WITH RESPECT TO CONDUIT 
COSTS. 

A. The MTA calculates its cost of conduit based on “the replacement cost of installing 

conduit in the central artery tunnels in lieu of that proposed to be utilized by the 

Carriers.”  The MTA has never indicated that it is proposing to actually install or replace 

conduit as part of the CA/T Wireless Project, so it is apparently using “replacement cost” 

as a methodology for valuing its previously installed investment.  The MTA calculates 

“replacement cost,” as shown in Exhibit B-1 to its proposal, by calculating “the average 

replacement cost per linear foot of conduit” and then multiplying that cost by the total 

number of linear feet.35

 The average replacement cost is derived from a cost model that estimates direct and 

indirect costs.  The direct costs include labor and materials, with labor costs derived from 

certain assumptions about crew and time requirements, while materials costs are based on 

current price quotes or inflated 2002 price quotes.36  The indirect costs appear to be 

calculated using cost factors (i.e., ratios) as a function of the total labor costs.  Contractor 

overhead and profit factors are then applied to the sum of the direct and indirect costs, 

and, lastly, traffic set-up and police details are added.  The sum of all these costs is 

$338.25 per linear foot, which is then multiplied by the MTA’s calculation of 37,695 

 
35  MTA Proposal, at 12. 
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linear feet, for a “Tunnel Raceway Replacement Cost Estimate” of $12,750,333.  As 

noted earlier, however, this estimate does not include up to 28,160 linear feet of tunnel in 

the Seaport Access Road (Phase I). 

Q. YOU MENTIONED EARLIER THAT THE MTA’S PROPOSAL FOR CONDUIT 
COSTS IS BASED ON A FULLY-ALLOCATED METHODOLOGY.  PLEASE 
EXPLAIN HOW YOU REACH THAT CONCLUSION. 

A. I reach that conclusion because the MTA indicates it already has built a conduit system, 

in which it has spare conduit capacity that can be used for a wireless communications 

system, if necessary.  The MTA is not replacing conduit, nor is it building new conduit.  

Therefore, in no way can the conduit system be considered as a “cost to the authority of 

construction … of the wireless communications system in the tunnels.”  The tunnel 

conduit system was pre-existing, so the costs were incurred long before Section 115 

required an incremental cost methodology for a wireless attachment system in the CA/T 

Project.  It is clear then that the MTA is seeking here to allocate to wireless attachments 

costs that it would have incurred even if a wireless system were never installed.  That is, 

by definition, an application of the fully-allocated cost method that Section 115 does not 

allow.  

Q. WHAT EVIDENCE IS THERE THAT THE CONDUIT SYSTEM WAS NOT 
BUILT FOR WIRELESS ATTACHMENTS? 

 
36  MTA Proposal, Exhibit B-1 (legend at top of spreadsheet). 
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A. The MTA’s proposal, in its “Description of Usable Space” (Exhibit A), shows that the 

conduit system was not built for wireless attachments.  For example, the MTA’s proposal 

states: 

Within the roadway and major ramps, there generally are two (2) spare 3-inch 
communications conduits; in minor ramps typically there is one (1) spare 3-inch 
communications conduit.  In all cases, the Selected Vendor [construction 
company – not wireless provider] must install a plenum rated innerduct within the 
available conduit prior to installing their fiber optic or coaxial cable.37

From this description, it is clear that the MTA installed the conduit for its own use and 

purposes in the central artery tunnels regardless of any future installation of the CA/T 

Wireless Project.  Because the MTA is not incurring an incremental cost for the conduit, 

even if the conduit were used, it cannot be considered as a proper cost of the CA/T 

Wireless System. 

Further evidence that the conduit system already exists is found elsewhere in the MTA’s 

proposal to the Department:  “Fiber optic cable, connecting the main equipment to the 

remote equipment room, must be installed along the tunnel roadway within the spare 

communications conduit designated by the Authority.”38  The MTA further notes that if 

spare conduit is not available, then the Vendor must install surface-mounted conduit, but 

if that is required, then it becomes part of the construction cost of the system, which is 

charged to the Carriers up-front, and is not a direct cost of the MTA. 

 
37  MTA Proposal, at 8 and 10.  The “Selected Vendor” referenced here is the construction firm responding to the 

MTA’s “Vendor RFP,” as described on page 3 of the MTA’s Proposal.  The language used in the Proposal is 
identical to that in the Vendor RFP.   

38  MTA Proposal, at 10. 
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In addition, the MTA notes that it “commenced its efforts on the so-called “CA/T 

Wireless Project’” in May 2001.  The fact that the CA/T Project was planned long before 

the MTA even started its wireless-service effort, further shows that the costs of 

constructing the conduit system were not a cost to the MTA of construction of the CA/T 

Wireless Project.    

Q. PLEASE DISCUSS THE MTA’S PROPOSAL WITH RESPECT TO THE 
CONSTRUCTION COSTS FOR VENT BUILDING 6. 

A. The MTA states in its proposal that its total cost includes “the cost of equipment space 

within the Central Office at Vent Building 6.”39  According to the “Description of 

System” (Exhibit C) in the MTA’s proposal, “[i]n Vent Building 6, there will be a secure 

equipment area housing the MIDAS Master Unit and the various [radio frequency] 

combiner networks for each carrier.”40

Rather than using a model for replacement costs, as it did to value the conduit 

investment, the MTA shifts gears and values its investments in Vent Building 6 based on 

its historic cost, or the “per-square foot construction cost of Vent Building 6,” which the 

MTA says is equal to $225.  The MTA provided no support or back-up for this figure.  

The MTA states “Vent Building 6 has approximately 2,264 square feet which is available 

for occupancy by the Carriers and the Selected Vendor with System-related equipment.”  

 
39  MTA Proposal, at 5. 
40  MTA Proposal, Exhibit C, at 16.  “MIDAS” is the wireless infrastructure system that Maverick/Mikom plan to 

install in the CA/T Project as the common system for communications use by all of the carriers offering 
wireless service to customers within the CA/T Project.  It is referred to as the “System” in the body of my 
testimony. 
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The MTA, however, does not specify how much of this space is for the use of the 

Carriers and how much is for the use of the Selected Vendor and whether all of this space 

is in fact necessary for the System.  Multiplying the per-square foot construction cost of 

Vent Building 6 by the 2,264 square feet of space available for the wireless service 

equipment, results in a Vent Building cost of $509,400.  For reasons similar to those 

discussed above with respect to tunnel conduit costs, none of these costs is appropriate 

for recovery from wireless carriers as an attachment fee, according to the requirements of 

Section 115.  Vent Building 6 was constructed regardless of whether there is a wireless 

attachment service, so the construction costs of the facility cannot be allocated to the 

wireless attachments.  

Q. WHAT EVIDENCE IS THERE THAT VENT BUILDING 6 WAS NOT BUILT 
FOR THE PURPOSE OF SUPPORTING WIRELESS ATTACHMENTS? 

A. According to the MTA’s filing, “[v]entilation buildings provide mechanical, electrical 

and control equipment necessary to furnish ventilation, power, lighting and control for 

the tunnels.”41  Clearly, Vent Building 6 is not part of the construction for the wireless 

system, because its purpose is to serve other, critical functions for the operation of the 

tunnel as a roadway.  The ventilation buildings already have been built, so the costs 

would exist whether or not there is a wireless attachment system in the CA/T Project.  

The fact that space within the building’s sub-basement also can be used to house 

 
41  MTA Proposal, at 8. 
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equipment for a wireless service does not justify including and allocating the cost of 

constructing the building as a cost of wireless attachments.   

Q. PLEASE DISCUSS THE MTA’S PROPOSAL WITH RESPECT TO THE 
CONSTRUCTION COSTS FOR UTILITY ROOMS WITHIN THE TUNNELS. 

A. The MTA’s total costs include “the cost of constructing the utility rooms appurtenant to 

the System in which rooms necessary System equipment will be located.”42  According to 

the “Description of System” (Exhibit C) in the MTA’s proposal, the system will have “40 

remote equipment locations,” and “each MIDAS Remote Unit will be mounted against 

the wall in either the Utility Rooms or in the Cross Passages…”43  The MTA states that 

“the central artery tunnels contain a total of 28 utility rooms, of variable size, for Carrier 

use in connection with the System.” 

To develop its estimates of the cost of the utility rooms in its proposal, the MTA again 

uses historic construction costs, as it did with the costs for Vent Building 6.  However, 

unlike the estimate for the vent building, the MTA does not use the actual construction 

costs for the utility rooms; rather, the MTA generates a cost estimate for the utility rooms 

based on its stated construction cost of the CA/T Project.  The MTA estimates that “each 

utility room will require approximately 11.25 square feet of space for the wireless 

equipment,” and states that “the per-square foot construction cost of the central artery 

tunnels is $4,121.”44  Therefore, according to the MTA, “the total utility space cost is 28 

 
42  MTA Proposal, at 5. 
43  MTA Proposal, Exhibit C, at 16-17. 
44  MTA Proposal, at 13. 
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rooms x ($4,121/s.f. x 11.25 s.f./room), for a total construction cost of $1,298,000.”45  As 

supported by the expert testimony of Mr. Buia, the wall-mounted MIKOM remote-unit 

equipment is low profile and may use up to two square feet of space in each utility room.   

For reasons similar to those discussed above with respect to conduit and vent building 

costs, none of these “utility room” costs is appropriate for recovery from wireless carriers 

as an attachment fee, according to the requirements of Section 115.  The utility rooms 

would have been built regardless of whether wireless service is provided, so the 

construction costs of the tunnels, allocated to the utility room facilities, cannot be 

charged to the wireless attachments.  

Q. WHAT EVIDENCE IS THERE THAT THE UTILITY ROOMS WERE NOT 
BUILT FOR WIRELESS ATTACHMENTS? 

A. According to the MTA’s proposal, “[u]tility rooms contain equipment for monitoring and 

controlling vehicular traffic and are equipped with AC power.”46  As with Vent Building 

6, it is clear that utility rooms are not part of the construction for the wireless system, as 

they serve other, critical functions for the operation of the tunnel as a roadway.  The 

utility rooms already have been built, so the costs would exist whether or not there is a 

wireless attachment system in the central artery tunnels.  Therefore, even if the costs 

were calculated correctly (which they were not, as I will discuss later in this testimony), 

the costs of building utility rooms should not be allocated to wireless carriers.   

 
45  MTA Proposal, at 13. 
46  MTA Proposal, at 8. 
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Q. PLEASE DISCUSS THE MTA’S PROPOSAL WITH RESPECT TO THE 
CONSULTANT FEES AND MTA STAFF TIME. 

A. According to the MTA, its total costs include “to-date and projected expenditures on 

outside consultant fees in connection with planning, preconstruction coordination, and 

project management of the System,” and “projected expenditures on internal staff 

resources in connection with planning, preconstruction, coordination, and project 

management of the System.”47

 The MTA claims that it has already spent $47,416.11 on outside consultants, though it 

has not substantiated or provided back-up for these billings.  The MTA projects future 

consultant fees of $197,819.84, based on “budget estimates” provided by the consultants, 

though it has not provided these estimates or any other support for the projections.  In 

terms of projections for internal staff costs, the MTA “conservatively estimates that such 

future activities will require approximately 2,060 person hours.  At an average hourly 

rate of $100, the projected cost is $206,000,” again with no support for its estimate.48

 Unlike the allocated costs for the construction of conduits, vent buildings, and utility 

rooms, properly documented, reasonable costs for consultants and internal staff that the 

MTA would not bear, but for the provision of a wireless attachment system, are 

permissible for recovery pursuant to Section 115.  However, even though this total of 

$451,235.95 constitutes permissible costs, the costs must be evaluated to determine 

 
47  MTA Proposal, at 5. 
48 MTA Proposal, at 13. 
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whether they are supported and are reasonable.  As I will discuss later in my testimony, 

the MTA has not met its burden of demonstrating that the amount of consultant and 

internal staff costs related to the wireless attachment service is reasonable.   

VI. THE COSTS IN THE MTA’S PROPOSAL ARE UNREASONABLE AND ARE 
CALCULATED USING INCORRECT AND INCONSISTENT COST 
STANDARDS. 

 

Q. ARE THE COSTS REPORTED BY THE MTA FOR THE CONSTRUCTION OF 
CONDUIT, VENT BUILDING 6 AND THE UTILITY ROOMS REASONABLE 
AND RECOVERABLE FROM WIRELESS ATTACHMENTS?   

A. No.  As discussed above, Section 115 does not allow for recovery of these embedded 

costs since they were not incurred for provision of the wireless communications system. 

Further, there are significant problems with the MTA’s proposal.  First, in terms of 

conduit costs, it is clear that charging wireless carriers for the construction cost of a 

conduit – regardless of whether it is valued based on historic or replacement cost – is 

unreasonable because conduit is not needed for an “effective and seamless” wireless 

system in the CA/T Project.  In the testimony of Mr. Buia, it is demonstrated 

conclusively that the MTA’s decision to mandate the use of conduit for transmission 

between remote units, antennas, and the central office is not based on electrical code or 

engineering requirements or on the basis of cost-efficiency. 

Second, the cost methodologies used by the MTA are inconsistent and applied 

incorrectly. 
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Third, the MTA has not substantiated the reasonableness of the costs, and the testimony 

of Mr. Buia demonstrates that the MTA’s cost estimates for constructing conduit are 

inflated. 

Q. WHY DO YOU SAY THAT THE MTA’S COST METHODOLOGIES ARE 
INCONSISTENT AND WHY IS THIS A PROBLEM? 

A. The Department and regulated entities in Massachusetts are not bound by state law to use 

any specific cost methodology for valuing investment.  See American Hoechest Corp. v. 

Department of Pub. Utils., 379 Mass. 408, 413 (1980) (“[W]hen alternative methods are 

available, the department is free to select or reject a particular method as long as its 

choice does not have a confiscatory effect or is not otherwise illegal”); New England Tel. 

& Tel. Co. v. Department of Pub. Utils., 371 Mass. 67, 71 (1976) (holding that although 

the Department is not required to use a method based on an adjusted historic test year in 

rate proceeding, it is permitted to do so). 

But it is not appropriate for the Department, or any entity required to justify its rate levels 

based on costs, to mix and match cost standards arbitrarily over time.  It is certainly not 

appropriate to use different standards within the same filing, as the MTA has done here.  

As noted above, the MTA uses three different cost methods to value its investments in 

conduit, Vent Building 6, and the utility rooms.  The MTA uses replacement cost to value 

its investment in conduit, actual construction cost to value its investment in Vent 

Building 6, and tunnel construction cost to value its investment in the utility rooms.  

Allowing the MTA to use inconsistent cost standards for different categories of 
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investment would give the MTA the opportunity to choose whichever method produces 

the highest cost for each category.49  As I testified earlier, Section 115 does not allow for 

allocation or recovery of costs not required for provision of a wireless attachment system, 

but even if it did, the MTA would have to use the same cost standard consistently to 

value all of its investments.  Notwithstanding that it is not appropriate to use inconsistent 

cost standards within a proposal; the MTA also did not even apply those inconsistent 

standards reasonably. 

Q. WHAT COST STANDARD SHOULD THE DEPARTMENT USE IN THIS CASE? 

A. The Department should not allow the recovery of any conduit, vent building, or utility 

room costs in this case.  But if it does allow for such cost recovery, then, consistent with 

its long-standing ratemaking precedent, the Department should use the actual, historic 

costs incurred by the MTA for construction of the conduit, Vent Building 6, and the 

utility rooms.  See, e.g., Boston Edison Company, D.P.U. 84-48, at 5 (1985); Butterworth 13 

Water Company, D.P.U. 85-152, at 6-7 (1987).  The MTA already uses the historic cost 

standard for Vent Building 6 and the utility rooms and provides no explanation why it 

chose to use a completely different standard, replacement cost, to value its conduit 

investment. 

14 

15 

16 

17 

                                                           
49  A concrete example of how different cost methods can be used to justify higher costs is discussed later in my 

testimony with respect to conduit costs.  By using a replacement cost methodology to value conduit investment, 
the MTA includes traffic set-up and police detail costs – costs that would not have been incurred historically 
since the original construction took place before there was any vehicular traffic in the tunnels. 
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 The MTA has not supplied any information on its actual construction costs for the 

conduit system, but Mr. Buia has developed an analysis that demonstrates the reasonable 

costs for construction of a conduit system for the time period when the MTA actually 

built its conduit system. 

Q. PLEASE COMMENT ON THE REASONABLENESS OF THE MTA’S COST 
ESTIMATE FOR CONDUIT. 

A. As I noted before, the MTA used a replacement cost model to value its investment in 

conduit.  The first problem with the MTA’s analysis is that it has provided no back-up 

documentation to substantiate the costs in its model.  Exhibit B-1 lists the cost categories 

but does not explain what they are and provides no evidence on which to judge whether 

the cost estimates are accurate.  Therefore, the Department has no basis on which to 

determine whether the estimated costs are accurate or reasonable. 

The second problem with the tunnel conduit cost analysis is that it includes traffic set-up 

and police detail costs that would not have been incurred by the MTA in the construction 

of the existing conduit before the tunnel system was open to the public.  This highlights 

the problem of allowing the MTA to pick and choose among cost methods for different 

categories of investment.  The CA/T Project did not open for vehicular traffic until 

January 2003, and the Vendor RFP referencing already-existing conduit was issued in 
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July 2002.50  Therefore, when the existing conduit was constructed, the central artery 

tunnels were not open for traffic, so the construction could not have required traffic set-

up and police details.  Yet, now that the CA/T Project is open, these costs are included in 

the “replacement cost” methodology even though no conduit replacement is taking place.  

These costs are significant.  In fact, the traffic set-up and police detail costs alone 

represent 43 percent of the replacement cost for conduit in the MTA’s own cost model.  

Because the conduit to be used for the wireless communication system already exists and 

was installed when there was no public vehicular traffic in the tunnels, the traffic set-up 

and police detail costs were not incurred by the MTA for construction of the existing 

conduit. 

A third problem with the tunnel conduit cost analysis is that it grossly overstates the 

amount of conduit necessary to construct such a System, if in fact conduit is even 

necessary or required for construction, which it is not.  As supported by the expert 

testimony of Mr. Buia, the MTA has included overlapping segments of tunnel, on-ramps 

and off-ramps.  Mr. Buia concludes that only approximately 11,300 lineal feet of conduit 

would be necessary to construct the System.51  Thus, the MTA's analysis on its proposal 

is further flawed. 

 
50  According to the Authority’s web site, “The I-90 extension through South Boston to the Ted Williams 

Tunnel and Logan Airport opened in January 2003.  The northbound lanes of the underground highway 
replacing the elevated Central Artery opens in March 2003, the southbound lanes opened on a limited basis 
in December 2003.”  http://www.masspike.com/bigdig/background/index.html (accessed September 29, 
2006). 

51  Mr. Buia also notes that there are 5,400 lineal feet in the Seaport Access portion of the CA/T Project. 
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Mr. Buia demonstrates that the reasonable construction cost for the tunnel conduit system 

is much lower than the MTA’s replacement cost model estimates the cost to be.  In fact, 

Mr. Buia has testified that the reasonable cost is $75.75 per lineal foot for 4” conduit and 

approximately $59.52 per lineal foot for 3” conduit, and that the lineal feet for use of 

conduit for wireless services is only 11,300, for a total reasonable cost of conduit 

construction of $855,975 for 4” conduit or $672,576 for 3” conduit. 

Q. IF CONDUIT CONSTRUCTION COSTS WERE ALLOWED FOR RECOVERY, 
SHOULD ALL OF THE REASONABLE COSTS BE ALLOCATED TO 
WIRELESS ATTACHMENTS? 

A. No.  The total amount cannot be charged to the wireless carriers since the conduit system 

is used or available for use for operating the tunnels as a roadway or for other purposes, 

regardless of whether there are wireless attachments.  The MTA allocates only a portion 

of Vent Building 6 and utility room costs to wireless attachments since the wireless 

equipment only requires a limited amount of space in those structures.  Similarly, the 

fiber cables used to provide wireless service only occupy a limited amount of space 

within a single conduit, so only a portion of conduit costs can be allocated to wireless 

attachments.  The “usable space” for wireless attachments within the MTA’s conduit 

system is not 100 percent, so 100 percent of the costs cannot be allocated to the service.  

According to Mr. Buia, for a 3" conduit, about 19.6 percent of the conduit's "usable 

space" would be occupied for wireless attachments; and for a 4" conduit, only about 11 

percent of the conduit's "usable space" would be occupied for wireless attachments.  
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Applying these ratios to the total costs above results in a conduit cost for attachments of  

$94,157.25 for 4” conduit, or $131,824.89 for 3” conduit. 

The Department should not allow recovery of even this more appropriate estimate of 

conduit construction costs.  For the reasons discussed above―that Section 115 does not 

authorize an allocation of already-incurred costs to wireless attachments, and that the 

wireless communications system does not even require conduit―the Department should 

not include any conduit construction costs in its maximum rates and fees for wireless 

attachments.  If the Department does allow for recovery of some conduit construction 

costs, it should use the $94,157.25 or $131,824.89 cost estimates provided above. 

Q. PLEASE COMMENT ON THE REASONABLENESS OF THE MTA’S COST 
ESTIMATE FOR VENT BUILDING 6. 

A. The MTA stated that its cost estimate for Vent Building 6 was derived from the actual 

construction cost of the facility.  However, the MTA did not provide any back-up or 

support for this cost figure, and we were unable to obtain any additional information via 

discovery to date.  Also, the MTA has overestimated the amount of space in Vent 

Building 6 that would be necessary for wireless equipment.  Mr. Buia has testified that 

the Carriers’ actual maximum space needed is about 1,400 square feet, which would 

reduce the costs associated with use of Vent Building 6 to $315,000, using the $225 per-

square foot construction cost. 
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Even if substantiated, the $225 per square foot cost of Vent Building 6 would be an 

unfairly high basis from which to calculate a rate for wireless use, since Vent Building 6 

is massively constructed, orders of magnitude beyond the type of construction required 

for the mere sheltering of wireless equipment.  The wireless carriers should not have to 

shoulder a pro rata share of the high cost of that type of construction, where it confers no 

added value.  

Q. PLEASE COMMENT ON THE REASONABLENESS OF THE MTA’S COST 
ESTIMATE FOR THE UTILITY ROOMS. 

A. The MTA stated that its cost estimate for the utility rooms was derived from the 

construction costs for the central artery tunnels.  However, the MTA did not substantiate 

this cost estimate and did not explain why it did not use the actual construction costs for 

the utility rooms, as it did for Vent Building 6. 

Further, it is important to note here that the stated per-foot construction costs for the 

tunnels are roughly eighteen times greater than the construction costs for Vent Building 

6.  It is beyond comprehension that the costs of the Big Dig itself are representative of 

costs for utility rooms “appurtenant” to the wireless system.  There is no justification for 

the MTA to use the costs of the tunnels as a proxy for the costs to construct utility rooms.  

If a proxy must be used, it would be more appropriate to use the construction costs for 

Vent Building 6 since the vent building and the utility rooms are used for comparable 

purposes related to the wireless system – housing equipment that is required for the 

system.  As noted earlier, Mr. Buia has testified that the wall-mounted MIKOM remote-
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unit equipment is low profile and may use up to two square feet of space in each utility 

room.  Applying the construction cost for the Vent Building of $225 per-square foot, to 

the two square feet required in each utility room, times the 28 utility rooms, results in a 

cost of $12,600.  This is a far more reasonable proxy for the cost of utility rooms than the 

MTA’s proposal. But even though it is more reasonable, it is still high, since, as stated 

above, the massiveness of Vent Building 6 makes its cost an unfair basis for calculating 

the cost of sheltering wireless equipment.  

Q. PLEASE COMMENT ON THE REASONABLENESS OF THE MTA’S COST 
ESTIMATE FOR CONSULTANTS AND INTERNAL STAFF. 

A. As with the other cost components, the MTA’s proposal included no back-up or support 

information to justify its cost estimates for outside consultants and internal staff.  We 

have sought through discovery to obtain relevant cost information, but it has not been 

supplied to date.  Clearly, the MTA has not met its burden in this case of demonstrating 

that these costs are reasonable or accurately estimated.  In addition, as I noted earlier, 

carriers who responded according to the terms of the Carrier RFP already have each paid 

$100,000 to the MTA as a “Fee Deposit.”  The MTA’s Carrier RFP stated that this fee 

deposit was “to be applied by the Authority against any and all out-of-pocket costs and 

expenses incurred by the Authority in connection with the preparation of this RFP and 

the execution of the Carrier Lease Agreement and Vendor Maintenance Agreements . . . 

.”52  This should cover a lot of costs.  To the extent that the MTA’s previously incurred 

 
52  Carrier RFP, at 12. 
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consultant fees are related to the preparation of the Carrier RFP, the amounts already paid 

in the fee deposits should be credited against any cost recovery that the Department 

approves in this docket.   

 

VII. REASONABLENESS OF SYSTEM COSTS 

Q. YOU SAID THAT THE MTA DID NOT INCLUDE THE SYSTEM COSTS IN ITS 
PROPOSAL.  ARE THE SYSTEM COSTS ALLOWED FOR RECOVERY? 

A. Yes.  Although the MTA did not include them in its proposal, the installation, 

maintenance, and operation costs for the wireless system itself are recoverable and are 

subject to review by the Department in this case to ensure that they are reasonable.  The 

MTA has chosen to outsource the installation, operations, and maintenance of the system 

to Maverick/Mikom, but this does not insulate these costs from review by the 

Department.  As I have shown above, these costs are subject to the Department’s review 

of reasonableness.  However, an adequate analysis of the reasonableness of the System 

costs would require more information than the MTA has supplied to date.  When the 

Carriers and the Department receive adequate information on the System costs from the 

MTA, we may need to supplement with updated or additional testimony from another 

witness. 

However, I would note here that the Maverick/Mikom costs are based entirely on a 

system design that contemplates use of conduit for provision of wireless services within 

the CA/T Project.  As Mr. Buia demonstrates in his testimony, conduit is not needed for 
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“an effective and seamless state-of-the-art wireless communications system in the Central 

Artery tunnels,” so the Maverick/Mikom costs appears to be inflated and unreasonable by 

the design parameters imposed by the MTA.   

 Additionally, the MTA did not propose a method for distributing the System costs among 

the users.  I believe that “usable space” can be a guide for such a distribution of costs.  

Because this investigation is an exercise in determining incremental cost, “usable space” 

should be used as a measurement of usable capacity in the system in order to divide costs 

among Carriers.  Therefore, the Department should divide cost responsibility for the 

usable space by the number of Carriers using the System.  For example, if four carriers 

use the System, then each would bear one quarter of the costs.  In that way, the MTA will 

be assured recovery of its costs, and each carrier would pay only for its portion of the 

System.  For example, if four carriers use the System at the outset and pay up-front for 

one quarter of the construction costs each, and the MTA later authorizes a fifth carrier to 

use the System, then that fifth carrier must pay one fifth of the already-paid installation 

costs to the original four carriers.  Under that scenario, the costs would be split five ways, 

and the payment made by the fifth carrier would be used to implement the adjustment 

among the existing four carriers who until that time have borne the entire burden of the 

System cost. 
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VIII. SUMMARY AND CONCLUSION 

Q. YOU HAVE CRITICISED THE MTA’S PROPOSAL.  DO YOU HAVE AN 
ALTERNATIVE PROPOSAL? 

A. Yes.  The MTA has not provided sufficient information to accurately assess what its 

costs are for the provision of wireless attachments in the CA/T Project, but it is possible 

to use the information they have provided, along with other publicly available 

information and expert testimony provided by the Joint Carriers, to develop appropriate 

rates and fees under Section 115, even given the limitations on the information provided. 

Based on the foregoing analysis in my testimony and the testimony of Mr. Buia, I am 

able to develop a proposal and two alternatives for the Department to consider.  This 

proposal and the alternatives address access costs only.  As I discussed above, the 

Department also needs to determine a reasonable level of System costs and limit the 

MTA’s cost recovery of System costs to that level.  Once the access and System costs are 

determined and allocated to each carrier, the Department must declare that these are the 

sum total of allowable costs and ensure that the MTA does not declare any new or 

additional costs, fees, or other exactions – direct or indirect – with respect to the 

construction, operations, maintenance or use of the system or access to the CA/T Project 

for wireless attachments.  Both access and System costs should be divided on the basis of 

the number of carriers using the System as described above.53

 
53  Any costs related to Phase I – the Seaport Access Road – must follow the same methodology and must be 

proportional to the allowed costs approved by the Department here. 
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Q. PLEASE DESCRIBE YOUR PROPOSAL ON ACCESS COSTS. 

A. In order to be consistent with the statutory directives in Section 115, the MTA’s cost 

recovery should be limited to only those costs that are specifically related to the 

provision of wireless communications services in the tunnels.  As I said earlier, this 

means that the MTA’s recovery is limited to the difference between the MTA’s costs 

without the provision of the wireless system and the MTA’s costs with the provision of 

the wireless system. 

I have demonstrated that the MTA’s costs for construction of conduit, Vent Building 6, 

and the utility rooms were incurred for purposes of operating the tunnels as roadways and 

thus are not costs related to the provision of wireless service.  Therefore, these costs are 

not recoverable. 

Access costs that are recoverable are reasonable, wireless-related costs for outside 

consultants and internal MTA staff.  The MTA has not substantiated these consultant and 

staff costs, but if one were to take them as given, the MTA’s incremental access costs for 

wireless services are $451,235.95.54

Therefore, the most appropriate outcome of this case, consistent with the requirements of 

Section 115 and the evidence presented, is for the Department to limit the MTA’s 

 
54  As noted earlier, this amount must be reduced by the credited fee deposits if the previously-incurred consultant 

expenses were related to the preparation of the Carrier RFP. 
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recovery for access costs to a maximum of $451,235.95, provided that the MTA provides 

adequate proof in this proceeding of the amount and reasonableness of those costs.   

Q. WHAT IS THE FIRST ALTERNATIVE ON ACCESS COSTS? 

A. The Department should not allow for any recovery of already-incurred costs for conduit, 

Vent Building 6, and the utility rooms.  However, if the Department were to allow such 

recovery, it should only allow for recovery of reasonable costs related to the Vent 

Building and the utility rooms, to the extent these facilities (or similar space) are actually 

required and used for an effective and seamless state-of-the-art wireless communications 

system.  Conduit is not required for the system and should not be charged to the carriers. 

Ideally, if the Department were to allow for some construction costs related to the Vent 

Building and utility rooms, it should determine the actual additional cost to the MTA for 

the additional space in the facilities, rather than just take the total construction cost and 

allocate a portion to the space used for wireless services.  In other words, the MTA had to 

construct the Vent Buildings and utility rooms for purposes of using the tunnels as 

roadways.  These buildings are large enough that they can accommodate other uses, such 

as housing equipment for wireless service.  But the additional per-square foot cost of 

constructing the buildings surely would be smaller than the average per-square foot cost 

of constructing the buildings.  This is true for the simple reason that a certain portion of 

construction costs are fixed – they do not vary with the size of the building.  The MTA 

has not provided at this time sufficient evidence from which to accurately determine the 
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difference between the marginal per-square foot construction cost and the average-per 

square foot construction cost, but the Department would be justified in discounting the 

construction costs at some level to account for the difference between marginal 

construction cost and average construction cost. 

Assuming that the Department does not decide to discount the construction costs in the 

manner I just suggested, then the Department should use the reasonable cost 

approximations described earlier in this testimony and in the testimony of Mr. Buia: 

Vent Building:   $315,000  

Utility Rooms:  $12,600 

TOTAL:  $327,600 

The Department would then add the consultant and internal staff costs to the maximum of 

$451,235.95 to this figure for a total cost of access equal to $778,835.95.  Again I must 

stress that it is not consistent with Section 115 for the Department to allow for any 

recovery of vent building and utility rooms costs as part of the access fee, but this is 

certainly a more reasonable approach to cost recovery for these facilities if the 

Department disagrees.  

Q. WHAT IS YOUR SECOND ALTERNATIVE ON ACCESS COSTS? 

A. If the Department were to allow for recovery of conduit costs, then it should limit such 

recovery to the $94,157.25 (4” conduit) or $131,824.89 (3” conduit) cost estimates 

described earlier.  Adding these conduit costs to the $778,835.95 that I identified in the 
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alternative, above, results in a total cost for access of $872,993.20 or $910,660.84, 

depending on whether the MTA’s conduit is 4” or 3”, respectively.  Again, I believe that 

any recovery for conduit, vent building and utility room construction costs is not 

consistent with Section 115.  

Q. DOES THAT CONCLUDE YOUR TESTIMONY? 

A. Yes, it does. 

 



yham
Text Box
Exh. JC-PBV-2





























































yham
Text Box
Exh. JC-PBV-3

















































































































yham
Text Box
Exh. JC-PBV-4






























